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DEPARTMENT OF EDUCATION
STATE OF LOUISIANA
Baton Rouge, Louisiana

As part of the audit of the State of Louisiana’s financial statements for the year ended June 30,
2002, we considered the state Department of Education’s internal control over financial
reporting and over compliance with requirements that would have a direct and material effect on
a major federal program.  We examined evidence supporting certain accounts and balances
material to the State of Louisiana’s financial statements, and we tested the department’s
compliance with laws and regulations that could have a direct and material effect on the State
of Louisiana’s financial statements and major federal programs as required by Government
Auditing Standards and U.S. Office of Management and Budget Circular A-133.

The Annual Fiscal Report of the Department of Education is not audited or reviewed by us, and,
accordingly, we do not express an opinion on that report.  The department’s accounts are an
integral part of the State of Louisiana’s financial statements, upon which the Louisiana
Legislative Auditor expresses an opinion.

In our prior management letter on the state Department of Education for the year ended
June 30, 2001, we reported findings relating to ineffective controls over subrecipient monitoring,
weaknesses in controls over student count audits, and improper charging of administrative
expenditures to federal awards.  The finding on weaknesses in controls over student count
audits has been resolved by management. The findings relating to improper charging of
administrative expenditures to federal awards and ineffective controls over subrecipient
monitoring have not been resolved and are addressed again in this report.

Based on the application of the procedures referred to previously, all significant findings are
included in this letter for management’s consideration.  All findings included in this management
letter that are required to be reported by Government Auditing Standards will also be included
in the State of Louisiana’s Single Audit Report for the year ended June 30, 2002.

Improper Charging of Administrative
  Expenditures to Federal Awards

For the second consecutive year, the state Department of Education (SDE) does not
have adequate procedures to ensure that direct costs charged to federal programs
comply with federal regulations when administering the following programs:

•  Child and Adult Care Food (CACFP) (CFDA 10.558)

•  Summer Food Service Program for Children (SFS) (CFDA 10.559)



LEGISLATIVE AUDITOR

DEPARTMENT OF EDUCATION
STATE OF LOUISIANA
Management Letter, Dated January 10, 2003
Page 2

•  State Administrative Expenses for Child Nutrition (SAE) (CFDA 10.560)

•  Workforce Investment Act (WIA) (CFDA 17.255)

•  Adult Education (AE) (CFDA 84.002)

•  Title I Grants to Local Educational Agencies (Title II) (CFDA 84.010)

•  Migrant Education State Grant (ME) (CFDA 84.011)

•  Special Education Cluster (SEC) (CFDA 84.027/84.173)

•  Vocational Education - Basic Grants to States (Voc ED) (CFDA 84.048)

•  Special Education Grants for Infants and Families with Disabilities (SE)
(CFDA 84.181)

•  Safe and Drug-Free Schools and Communities State Grants (SDFS)
(CFDA 84.186)

•  State and Local Education Systemic Improvement Grants (SLESI Goals
2000) (CFDA 84.276)

•  Eisenhower Professional Development Grants (EPD) (CFDA 84.281)

•  Innovative Education Program Strategies (IEPS) (CFDA 84.298)

•  Technology Literacy Challenge Fund (TLC) (CFDA 84.318)

•  Comprehensive School Reform Demonstration (CSRD) (CFDA 84.332)

•  Reading Excellence (RE) (CFDA 84.338)

•  Temporary Assistance to Needy Families (TANF) (CFDA 93.558)

Office of Management and Budget (OMB) Circular A-87 states that costs are allowable if
they are reasonable and necessary for the proper and efficient performance and
administration of the program, are allocated to a particular program to the extent of the
relative benefits received, and are appropriately documented.  Indirect costs are defined
as those costs incurred for common or joint purposes and benefit more than one cost
objective.  Also, charges for salaries and wages of employees who are expected to work
solely on a single federal award or cost objective must be supported by periodic
certifications.  These certifications must be prepared at least semiannually and should
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be signed by the employee or supervisory official having first hand knowledge of the
work performed by the employee.

Based on audit tests, administrative expenditures totaling $610,219 were not properly
charged to federal programs and these amounts are questioned costs as follows:

1. Expenditures totaling $72,200 were charged to programs other than the
actual program affected.

•  A professional service contract totaling $12,500 for a state
mandated program was charged to Title I.

•  Professional development training for various department
employees and local school district employees totaling $57,000
was charged to Title I, SEC, and EPD grants; however, we were
informed that this training was provided as a supplement to the
Louisiana Teacher Assistance and Assessment Program, a state
mandated program.  These costs appear to meet the criteria for
indirect, not direct, costs.

•  Drug tests totaling $2,700 mandated by state law were charged to
CACFP, SFS, SAE, WIA, AE, Title I, ME, SEC, Voc ED, SE,
SDFS, Goals 2000 SLESI, EPD, IEPS, TLC, CSRD, RE, and
TANF. These costs appear to meet the criteria for indirect, not
direct, costs.

2. Expenditures totaling $538,019 lacked the detailed documentation
necessary to make a determination of allowability for the costs charged to
Title I, SEC, EPD, SE, SDFS, SAE, CSRD, AE, and WIA.

•  Travel, supplies, operating services, and equipment totaling
$167,077 were paid based solely on request forms from SDE
regional offices.

•  Six computers were purchased for six employees who work on
federal programs and state activities. The costs for the
computers, $9,906, were allocated to four federal programs--Title
I, SEC, EPD, and SDFS; however; one of the six employees
worked on other federal programs and another employee worked
on state activities.  The costs of computers for these two
employees, $3,302, are known questioned costs.  Because
support for the transaction did not identify which computer was
charged to each of the four programs, we were unable to
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determine the questioned costs by program, and the remaining
cost, $6,604, is considered likely questioned cost.

•  Salaries and related benefits totaling $60,507 for five employees
were charged to Title I; however, there were no semiannual
certifications from these employees to support the costs charged
to these programs.

•  Salaries and related benefits totaling $300,529 for 11 employees
were charged to Title I, SEC, AE, and WIA although the
certifications signed by the employees indicated that they worked
on other federal or state programs.

Failure to ensure that payment documentation supports the allocation of costs increases
the risk that expenditures could be improperly charged to federal programs.

The SDE should implement procedures to ensure that federal costs are properly
allocated.  This includes a more detailed review of supporting documentation and
maintaining the required employee certifications in the payroll section.  The payroll
section should report any changes in certifications to the budget and accounting
sections. The SDE should consult with the U.S. Department of Education regarding the
resolution of the questioned costs noted in this finding as well as the allowability of any
related indirect costs claimed.  Management concurred in part with the finding and
recommendation.  Management concurred that expenditures lacked detailed
documentation.  Management did not concur that expenditures were charged to
programs other than the actual programs affected but accepted the recommendation to
refer the resolution of the questioned costs to the U.S. Department of Education (see
Appendix A, pages 1-3).

Ineffective Controls Over
  Subrecipient Monitoring

For the second consecutive year, the SDE does not have adequate internal control to
monitor subrecipients for compliance with program requirements of the following federal
programs:

•  Child and Adult Care Food Program (CACFP) (CFDA 10.558)

•  Adult Education State Grant Program (AE) (CFDA 84.002)

•  Title I Grants to Local Education Agencies (CFDA 84.010)

•  Special Education Cluster (SEC) (CFDA 84.027/84.173)
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•  Class Size Reduction (CSR) (CFDA 84.340)

•  Temporary Assistance for Needy Families (TANF) (CFDA 93.558)

OMB Circular A-133 requires the pass-through entity to monitor subrecipients for
compliance with applicable federal laws and regulations.  OMB Circular A-133 also
requires the pass-through entity to (1) obtain single audits of subrecipients within nine
months after an audit period ends; (2) ensure the code of federal domestic assistance
(CFDA) number and program name are correct; (3) issue a management decision on
audit report findings; (4) ensure that the subrecipient takes corrective action; and
(5) consider any effects the audit may have on the entity’s own records. The
management decision should clearly state whether the finding is sustained, the reasons
for the decision, and the expected actions including repayment of related disallowed
costs, as well as financial adjustments needed, if any.

In a review of the SDE’s subrecipient monitoring function, audit tests disclosed the
following deficiencies:

1. SDE management did not ensure that external certified public accountant
(CPA) audits were submitted to the department within nine months after
the audit period ended and did not ensure that the audits contained the
proper CFDA numbers and program titles.  Three (6%) of 47 audits
tested were received by the SDE from two weeks to four months late, and
five (10%) audits did not include CFDA numbers, program titles, or
schedule of federal expenditures.

2. No written management decisions were issued by the SDE on audit
findings included in the external CPA audit reports of three (23%) of 13
subrecipients tested.  Also, no evidence existed that the SDE followed up
on the external audit findings of four (30%) subrecipients to ensure that
the subrecipients took corrective action.  No evidence was available to
document that the SDE determined whether any costs related to the
noncompliance should be recovered or if any financial adjustments were
needed.  Also, the SDE did not resolve audit findings for two (15%)
subrecipients where questioned costs totaling $474,530 were identified,
including $416,530 in the CSR program and $58,000 in the Title I
program.  These costs are considered known questioned costs.

3. For 51 (85%) of 61 SDE onsite monitoring reports tested, no evidence
existed that SDE program personnel reviewed transactions to determine
if costs charged to federal programs were allowable.  Also, no evidence
was available to document that the SDE followed up on monitoring
findings for six (9%) subrecipients to ensure that the subrecipients took
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corrective action.  Onsite monitoring findings related to Title I, SEC, CSR,
TANF, and Adult Education programs that may have a financial impact on
the department included payroll charges improperly charged, incomplete
or inadequate grant applications, noncompliance with comparability
requirements, and incomplete financial databases.

4. The SDE’s Division of Education Finance (DEF) “fiscal reviews” of
subrecipients for allowed/unallowed activities or costs are limited in
number and are not performed in a timely manner.  One Title I review
begun in January 2001 has not been completed.  No new reviews of the
SEC or Title I programs were started in fiscal year 2002.

5. The SDE has neither ensured that subrecipients took corrective action
nor sought reimbursement from subrecipients for $11,006 in Title I and
$1,856 in Child Care and Development Block Grant (CFDA 93.575) costs
that were questioned in the 2001 Single Audit.

Based on discussions with staff, SDE personnel are unaware of their specific monitoring
responsibilities.  Although the department did develop written policies and procedures
outlining the subrecipient monitoring function, the policies and procedures had not been
approved or implemented as of June 30, 2002.

The SDE’s failure to adequately monitor subrecipients impairs the department’s
evaluation of the impact of subrecipient activities on its own ability to comply with laws
and regulations applicable to the programs.  Specifically, this has resulted in known
questioned costs totaling $416,530 in the CSR program and $58,000 in the Title I
program.  Costs incurred by a subrecipient that have not been appropriately monitored
by the pass-through entity may be treated as unallowable costs.  Therefore, if controls
are not strengthened and the department does not comply with the federal compliance
requirement of subrecipient monitoring, the department may be subject to the
questioning of all federal funds passed through to subrecipients.  During the 2002 fiscal
year, the SDE passed through a total of $380,293,921 in federal funds through Title I
($193,775,360); SEC ($88,685,905); CACFP ($43,243,357); CSR ($31,038,927); TANF
($16,089,421); and Adult Education State Grant Program ($7,460,951).

The SDE should further develop and implement comprehensive written policies and
procedures for subrecipient monitoring that are centrally managed to ensure compliance
with all of its programs’ requirements.  In addition, the various divisions should be made
aware of their responsibilities. Questioned costs noted should be resolved with the U.S.
Department of Education.  Management concurred with the finding and recommendation
and outlined a plan of corrective action (see Appendix A, pages 4-6).
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Inadequate Controls Over Title I Program

The SDE did not establish control procedures to ensure compliance with certain federal
laws and regulations for the Title I Grants to Local Educational Agencies (LEA) (CFDA
84.010) program related to participation of private school children and comparability.
Compliance requirements in OMB Circular A-133 Compliance Supplement, Part 4, U.S.
Department of Education Cross-Cutting Section (84.000) N. Special Tests and
Provisions indicate the following:

1. Participation of Private School Children - An LEA receiving financial
assistance under Title I must provide eligible private school children and
their teachers or other educational personnel with equitable services or
other benefits.  Before making a decision that affects the opportunity of
eligible private school children, teachers, and other educational personnel
to participate, the LEA must engage in timely and meaningful consultation
with private school officials.

2. Comparability - An LEA may receive funds under Title I, Part A, only if
state and local funds will be used in participating schools to provide
services that, taken as a whole, are at least comparable to services that
the LEA is providing in schools not receiving Title I, Part A.   If all schools
are served by Title I, Part A, an LEA must use state and local funds to
provide services that, taken as a whole, are substantially comparable in
each school. The State Educational Agency, in this case the SDE, is
ultimately responsible for monitoring the LEAs to ensure they remain in
compliance with the comparability requirements.

Although the SDE has established procedures to review compliance requirements at the
LEA level through onsite monitoring visits, there was no evidence that the SDE
conducted onsite visits of the LEAs during fiscal year 2002 to determine compliance with
the above requirements.  Without onsite visits, the SDE has no assurance that the LEAs
are complying with Title I program requirements.  Failure to monitor compliance with
federal laws and regulations at the LEA level may result in the flow through of program
funds to ineligible schools which may result in disallowed costs at the SDE level. The
SDE did not place significant emphasis on adherence to established monitoring
procedures.

Management should ensure that LEAs are reviewed regularly for compliance with the
special tests and provisions requirements of the Title I program.  Management
concurred with the finding and recommendation and outlined a plan of corrective action
(see Appendix A, page 7).



LEGISLATIVE AUDITOR

DEPARTMENT OF EDUCATION
STATE OF LOUISIANA
Management Letter, Dated January 10, 2003
Page 8

The recommendations in this letter represent, in our judgment, those most likely to bring about
beneficial improvements to the operations of the department.  The varying nature of the
recommendations, their implementation costs, and their potential impact on the operations of
the department should be considered in reaching decisions on courses of action.  Findings
relating to the department's compliance with applicable laws and regulations should be
addressed immediately by management.

This letter is intended for the information and use of the department and its management and is
not intended to be and should not be used by anyone other than these specified parties.  Under
Louisiana Revised Statute 24:513, this letter is a public document, and it has been distributed to
appropriate public officials.

Respectfully submitted,

Grover C. Austin, CPA
First Assistant Legislative Auditor
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Appendix A

Management’s Corrective Action
Plans and Responses to the

Findings and Recommendations
















